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In July 1973, Grace Plaza became the new BUSINES. F PUBUE 
world headquarters for W. R. Grace & Co. CORPo oi SUR. 
This soaring 50-story curvilinear building, faced iON Fi 


with travertine marble, is located in the heart 
of midtown Manhattan at 1114 Avenue of the 
Americas, New York City has been the com- 
pany's home since 1866. 
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Financial Highlights 
(Dollars in thousands except amounts per share—restated for poolings of interests, prior period adjustments and changes in accounting principles) 
Percent Increase 
For The Year: 1973 1972 1971 1973/1972 1972/1971 
Sales and Operating Revenues $ 2,807,830 $ 2,343,429 $ 2,072,731 20% (keh 8 
Income Before Extraordinary Items 87,538 62,412 48,301 40% 29% 
Per Common and Common Equivalent Share 2.96 2.10 1.68 41% 25% 
Extraordinary Items (2,902) 3,232 (6,195) NA. N.A. 
Per Common and Common Equivalent Share {.10) HH (.22) NLA. N.A. 
Net Income 84,636 65,644 42,106 29% 56% 
Per Common and Common Equivalent Share 2.86 2.21 1.46 29% 51% 
Per Common Share Assuming Full Dilution 2.57 2.03 1.44 a. 41% 
Working Capital Provided by Operations 175,571 136,222 120,199 29% 13% 
Cash Dividends Paid per Common Share 1.50 1.50 1.50 - - 
Average Number of Common and Common Equivalent Shares 29,361,000 29,309,000 28,300,000 - 4% 
At Year End: 
Total Assets $ 2,003,834 $ 1,808,876  $ 1,667,742 1% 8% 
Net Properties and Equipment 706,777 657,099 604,606 8% 9% 
Working Capital 490,923 444,426 426,647 10% 4% 
Shareholders’ Equity—Common Stock 761,625 717,322 684,978 6% 5% 
Per Common Share 26.14 24.78 24.25 5% 2% 
Common Shares Outstanding 29,132,482 28,942,837 28,248,396 1% 2% 
Number of Common Shareholders 51,950 49,329 47,565 5% 4% 
Number of Employees 74,500 72,100 66,200 3% 9% 
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To the Shareholders: 


1973 was excellent for W. R. Grace & Co. 
—a year in which sales and earnings reached 
all-time record levels. 

Consolidated income before extra- 
ordinary items was $87.5 million, up 40 percent 
from the $62.4 million recorded in 1972. 
Earnings per common and common equivalent 
share were $2.96 compared with $2.10 per 
share for the previous year, an increase of 41 
percent. Sales reached $2.8 billion, an increase 
of 20 percent over the 1972 figure. 

After extraordinary items, net income in 
1973 was $84.6 million versus $65.6 million in 
1972. These 1973 extraordinary items, repre- 
senting a net charge of $2.9 million against 
earnings, reflected in part the disposition of 
several European subsidiaries, the sale of a 
plastics molding operation in the United States, 
and the expense of transferring the company's 
headquarters to Grace Plaza at 1114 Avenue 
of the Americas in midtown Manhattan. 

The year ended on a strong note with 
exceptionally vigorous fourth-quarter sales 
and earnings. Income before extraordinary 
items in the final period amounted to 79 cents 
against 47 cents per share a year earlier. This 
gain of 68 percent was the largest increase 
recorded for any quarter in 1973. There have 
now been eight consecutive quarters in which 
earnings have exceeded those of comparable 
periods in the preceding year. 

Accompanying this earnings perform- 
ance was a rise in the rate of return on share- 
holders’ equity of more than two percentage 
points, from 9.4 percent to 11.6 percent. Return 
on total invested capital, including long-term 
debt, advanced from 6.8 percent to 8.4 
percent. Despite the gains, these rates of return 
are still below the standards we have estab- 
lished and which we expect to achieve. 

The earnings improvement in 1973, like 
that of 1972, was largely attributable to Grace's 
chemically based products and services, from 
which operating income after taxes rose by 
$28.7 million, or 47 percent. Almost half the 
increase came from agricultural products and 
services, which include fertilizers, feed and 


feed supplements, and animal breeding services. 


Of major significance was the contribu- 
tion made to operating income by the main 
area of Grace's business activity, industrial and 
specialty chemicals and converted plastics and 
packaging. It should be noted that since 1968, 
operating income after taxes from total chemi- 
cal operations has risen from 48 percent to 
75 percent of the company's total. 

Grace's distinctive chemical products 
and services for industry provide the quality 
and performance on which customers depend. 
Our chemical specialties have broad appli- 


cability and serve basic industries such as 
automotive, petroleum, printing, construction 
and water treatment. Grace conducts continu- 
ing research and development programs to 
maintain technological and market leadership. 
Leading product lines include container sealing 
compounds, petroleum cracking catalysts, 
vermiculite-based construction materials, 
Letterflex® printing plate systems, and sound 
deadening materials and battery separators 
for automobiles. In converted plastics, Grace 
manufactures and markets superior packaging 
materials, particularly the multilayered Barrier 
Bag™ for the vacuum packaging of fresh red 
meat. Barrier Bag production continued to ex- 
pand to meet the demands of this market in the 
United States and in other major meat-produc- 
ing countries. Operating income after taxes 
from these specialty chemical product lines was 
ahead by 32 percent in 1973. 

As forecast in last year's Annual Report, 
earnings from agricultural products and ser- 
vices rose because of strong demand by 
farmers and higher world price levels for 
nitrogen- and phosphate-based plant nutrients. 
Operating income after taxes more than 
doubled, increasing to $27.4 million from 
$13.6 million. 

Prices for fertilizers were decontrolled 
in October 1973 by the Cost of Living Council 
in order to make adequate fertilizer supplies 
available for the 1974 spring planting season. 
Grace and other U.S. manufacturers have 
assured the Department of Agriculture that 
more than one million tons of fertilizer will be 
diverted to the domestic market from the export 
trade, where much higher prices prevail. 

It is anticipated that there will be a7 to 
8 percent growth in demand for fertilizer mate- 
rials in 1974 resulting from increased acreage 
devoted to grain crops and from higher rates 
of application. The fertilizer price increases 
announced in late 1973 will add only fraction- 
ally to the cost per bushel of grain produced. 

The long-awaited period of balance 
between capacity and demand for phosphate 
and nitrogen has arrived, and a tight supply 
situation currently exists. Grace is well posi- 
tioned in basic raw materials for its manufac- 
turing plants, and the outlook is for continued 
good performance within the fertilizer industry. 

Because of the increasingly strong 
demand for Grace's specialty and agricultural 
chemicals, we are approaching the practical 
limits of our manufacturing capacities. Accord- 
ingly, an intensive program of new facility 
construction, plant expansion, and other capital 
investment is underway. It is anticipated that in 
1974 and beyond, the level of capital expendi- 
tures will be substantially higher than the 
annual average of $130 million over the past 
five years, Although the flow of funds from 


net income, depreciation and other sources 
continues to rise, we are in the process of 
arranging for new long-term debt to finance 
these additional requirements. 

In 1973, consumer products and services 
contributed $24 million in operating income 
after taxes, or 20 percent of the company's 
total. Problems in the grocery and recreational 
vehicle industries caused these results to be 
lower than originally anticipated. 

Earnings from packaged grocery prod- 
ucts businesses were lower last year, principally 
due to a combination of controls on selling 
prices in both the United States and Europe, 
and abnormally large and rapid increases in 
raw material costs. 

Also part of the food industry are 
Grace's activities in restaurants and allied 
services, carried on in Europe through Jacques 
Borel International, a 65 percent owned 
subsidiary, and in the United States by Far 
West Services, Results from these units were 
satisfactory despite cost and pricing problems, 
as well as the development expense of opening 
additional restaurants. A total of 182 new res- 
taurants and industrial feeding facilities com- 
menced operation during 1973. 

In the area of fashion, the footwear 
business remained unprofitable, but following 
the disposition of shoe importing operations, 
losses in 1973 were sharply lower than those 
recorded in 1972. Grace's other fashion activi- 
ties, including women's apparel and specialty 
textiles, continued to show improved results. 

Grace's interests in the leisure time field 
include automotive performance parts, and the 
specialty merchandising of toys and sporting 
goods, both of which did well in 1973. A third 
segment, recreational vehicles, experienced a 
difficult year as factory shipments declined 
steadily throughout the industry due to gaso- 
line shortages and high interest rates that dis- 
couraged buyers. Steps were taken to retrench 
these operations and to reduce overhead ex- 
penses pending resolution of current problems. 

Remaining consumer activities, consisting 
of book distribution to schools and libraries 
and commercial real estate development, con- 
tinued to expand. 

In addition to chemicals and consumer 
products, Grace has long had a relatively 
small but meaningful commitment in natural 
resources. Recent strategy has been to redeploy 
natural resources investments from developing 
countries into more politically stable countries 
such as the United States and Canada. 

Besides petroleum, natural gas and low- 
sulfur coal operations in these new areas, 
Grace's natural resources activities include 
contract drilling, pipeline and terminal services, 
and the mining of non-ferrous metals. During 
1973, natural resources produced operating 


a 


income after taxes of $5.4 million, more than 
double the $2.2 million reached in 1972. 

During the year, Grace's tin and tungsten 
mining operations in Bolivia and Brazil were 
divested; and in September, 51 percent of 
petroleum holdings in Libya were taken over by 
the Libyan government under a compensation 
formula agreed to by both parties. 

In July of 1970, The General Industry 
Law was issued in Peru establishing limits on the 
duration of foreign ownership of certain basic 
industries. In accordance with the provisions 
of this law, the government of Peru nationalized 
100 percent of Grace's paper and chemical 
operations on February 14, 1974. As a result 
of this action, a prior period extraordinary loss 
of $11.5 million was booked, the accounting 
treatment of which is described in Note 1(b) of 
the Notes to Financial Statements. There was 
no effect on 1973 net income because results 


from Peruvian subsidiary companies have been 
deconsolidated since June 30, 1970. The 
nationalization in Peru represents an involun- 
tary but final resolution of a long outstanding 
problem. Compensation to be received for 
these properties will be determined in accord- 
ance with an agreement reached between 

the U.S. and Peruvian governments on Febru- 
ary 19, 1974. 

We are confident that 1974 will witness 
an improvement in Grace's financial results 
because of the underlying strength and vitality 
of the company's chosen fields of business. 
Much of this anticipated gain will be attribut- 
able to the special position that Grace occupies 
in the U.S. agricultural chemical industry. More 
important, specialty chemicals—our major 
business—as well as consumer products and 
services are expected to contribute to the 
improvement during the year. 


Felix E. Larkin 


We are projecting increases in sales and 
earnings despite energy-related economic 
problems confronting the industrialized nations, 
raw material shortages that may affect the 
chemical industry, and serious monetary and 
inflationary situations in most major countries, 
For W.R. Grace & Co., 1974 is a year in which 
these difficulties appear to be outnumbered 
by the opportunities for growth, 


Respectfully submitted, 


am 


Chairman 


Yet of OR! ee President 


March 7, 1974 
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Chemically Based Products & Services 
Asachemical producer with sales of $1.4 billion in 1973, W. R. Grace & Co. ranks 
among the leaders of the U.S. chemical industry. Seventy-five percent of Grace's 
total operating income after taxes last year was generated by its chemical busi- 
nesses. The company's position today in this area of activity is especially impressive 
because its entry into the chemical industry took place only 21 years ago— 

a relatively brief life span for this industry. 

Grace is active today in four major chemical markets: industrial & specialty 
chemicals & processes, agricultural products & services, converted plastics & pack- 
aging products, and medical products & services. Increases in Grace's chemical 
sales and earnings during 1973 were realized in all four areas, but two major 
success stories stand out: the continued strong internal growth record of industrial 
& specialty chemicals, and the sharp upturn in the worldwide fertilizer business. 

Grace management believes that basic economic conditions and the com- 
pany'’s position in these businesses are favorable to continued strong performance. 
In keeping with the company's commitment to its chemical businesses, a number 
of capital investment programs now underway or on the drawing board will 
increase Grace's capacity to meet growing worldwide demands. The company 
also expects to develop new sources of profit by commercializing the results of its 
product research and development programs, especially in photopolymers and 
biochemistry. 

Grace is well positioned to cope with shortages in energy and petrochemical 
feedstocks, because the company has established sources of supply for necessary 
feedstocks and because it is not an energy-intensive company—purchases of energy 
in all forms amount fo only some 6 percent of total sales. Many Grace products 
are formulated conibinations of basic materials; their unique value lies in their special 
application to the end user's needs and in the proprietary nature of their formula- 
tions, rather than in their commodity content. The value added by Grace consists in 
the technical skill and development effort that goes into meeting its customers’ needs. 

Nevertheless, although Grace management has been able to avoid serious 
problems thus far, it is clear that the company could face critical scarcities of essen- 
tial energy and raw materials. Certain Grace manufacturing operations have had 
supply problems, largely due to the diversion of petroleum products normally used 
as raw materials for use instead as fuel; and in some cases, feedstock shortages 
have increased operating costs. 

To keep abreast of energy and feedstock developments on a day-to-day basis, 
Grace has established a task force of operating and staff managements to gather 
and consolidate energy and feedstock data from all units of the company and 
to make specific recommendations for prudent conservation and efficient use of 
available supplies. 


Industrial & Specialty Chemicals & Processes 

The past year was marked by accelerated growth for almost all product lines in 
Grace's industrial specialty chemicals businesses. Sales topped $664 million, 18 
percent more than the 1972 total; and earnings rose by 25 percent to $45.1 million. 
Sales were especially strong overseas, surpassing the previous year's totals with 
significant increases in the European, Pacific and Interamerican areas; and several 
U.S. operations also rang up all-time sales records in 1973. 


The list of Grace's specialty chemicals runs into many hundreds of individual 
products, including container sealants, construction products, acoustical materials, 
battery separators, automotive catalysts, printing materials and systems, plasticizers, 
synthetic lubricants, polyester resins, cleaning compounds, and other special- 
purpose and intermediate chemicals. These specialty product lines, which share a 
high-technology input tailored to customers’ needs, contributed outstanding 
gains during 1973 and promise to continue their performance in the years ahead. 

Grace's container sealing compounds have long been the pacesetters in the 
packaging industry. Sales of these sealants reached new highs last year despite 
a growing trend toward the use of two-piece rather than three-piece cans, which will 
have some negative effect on future sales growth. New plants to produce Grace 
sealants went on-stream in Woodbury, New Jersey, and St. Neots, England, during 
1973; and a new $4.8-million laboratory for research, development and appli- 
cation work on these products was completed in Lexington, Massachusetts. 

Anticipated shortages of home heating fuel have bestowed new glamour 
on construction products such as Grace's Zonolite® insulation materials, which have 
earned higher praise as heat holders and fuel conservers. Vermiculite attic fill 
insulation has proved a boon in older houses because it is easily poured in under 
attic floors, and masonry fill vermiculite and polystyrene foam products are finding 
growing markets for use in new construction. 

Teroform™, an acoustical material developed by Grace's German subsidiary, 
Teroson, continues to win strong acceptance by manufacturers as consumers 
become increasingly aware of the dangers of noise pollution. This special sound- 
deadening mat is molded into panels to control noise levels in automobiles, 
household appliances, and buildings in Europe, and is now being introduced in the 
United States. 

Manufacturers of industrial storage batteries are increasingly replacing rubber 
separators with plastic Daramic® separators in the United States and Darak® 5000 
separators in Europe. Sales of these Grace-researched battery separators, which 
are used in many automotive batteries, increased by more than 50 percent in 1973. 
Both Daramic and Darak separators are now used in premium batteries, including 
the new maintenance-free batteries being offered in some 1974 model cars. 

In 1973 Grace contracted with General Motors to produce 12 to 15 million 
pounds each year for three years of a new catalyst to control automotive emissions. 
Grace has been advised that this catalyst complies with federal standards for 1975 
model cars while improving gasoline mileage. A $15-million plant to manufacture 
this catalyst is being built near Baltimore. Grace’s Washington Research Center is 
continuing development of catalysts and catalyst supports for this pollution control 
application, and the future for these products appears bright. 

A major manufacturing complex for the production of molecular sieves, 
Syloid? silicas, and silica gel materials was brought on-stream last year in Worms, 
Germany. This central location will serve the needs of Grace customers in the 
European Economic Community. 

In the production of organic chemical specialties, Grace supplemented its 
plants in the United States, Sweden, France, and Italy with a new facility in Teesside, 
England, that began production in 1973 of chelating agents, chemicals used 
to control trace metals in numerous industrial applications. Bulk pharmaceuticals, 
including the tranquilizer meprobamate, are being exported from Grace's Swedish 
subsidiary, Rexolin, for packaging and sale under private brand names by customers 
in Europe, Asia, and the United States. 


The mainstays of Grace's chemical business are 


industrial & specialty chemicals, such as the 
polyester resins produced in reactors like the 
one shown in its new Arkansas plant. Grace is 
a leading producer of polyesters, and the 


new plant—completed in late 1973—is the most 
modern of its kind in the United States. Among 
the numerous applications for this versatile 


plastic is the molding of fiberglass-reinforced 
boat hulls 


ie 


Letterflex®, Grace's innovative printing system using plastic plates made of a 
photosensitive polymer, underwent further improvement in 1973 with the introduc- 
tion of a series of dry development machines that boast several advantages over 
the former wet development process. At the end of 1973, more than 88 newspapers 
—with a total circulation of nearly seven million—and 20 commercial printers 
had contracted to use the Letterflex process. Sales nearly doubled those of the prior 
year, and profitability was good. Letterflex remains the leader in its field. 

Record sales and profitability were also chalked up in 1973 for oxoalcohols 
and for phthalate plasticizers used in the manufacture of flexible plastics. Plans to 
construct major plants for the manufacture of polyvinyl chloride resin and of 
phthalic anhydride, both intermediates in the production of other Grace chemical 
specialties, are under engineering study pending arrangement of reliable supplies 
of petrochemical raw materials. 

Grace isa leading producer of synthetic lubricants, high-performance 
products used in aviation, automotive and industrial applications; and although 
shortages of petrochemical feedstocks have tightened the supply of these products, 
demand continues strong and sales keep rising to new records. 

Grace opened its fifth polyester resin plant, the most modern of its kind in the 
country, in Jacksonville, Arkansas, in late 1973. The new plant increases Grace's 
total capacity for this product to 225 million pounds per year, assuring continuance 
of its position asa reliable supplier. Polyester resins are continually finding new 
applications in boats, automotive components, household furniture and fixtures, 
and a host of other widely divergent products from buttons to bowling balls. 

The application of chemical methods to pollution control is a relatively small 
but a growing part of Grace's chemical business. Chemed Corporation, which 
is 10 percent publicly owned and 90 percent owned by Grace, offers special 
expertise in water and waste treatment and provides related products, equipment, 
and technical and engineering services. In 1973 Chemed extended its environ- 
mental capabilities through the acquisition of a nationally recognized manufacturer 
and marketer of instruments and systems for sampling and monitoring air, water 
and noise pollution. 

Research is going on at Grace's Washington Research Center to develop and 
commercialize specialized pollution control devices and water purification systems 
for marketing by another Grace subsidiary. 

Chemed also produces a wide range of cleaning and coating compounds 
and floor care products, including a line of food service sanitation products, mar- 
keted to industrial and institutional customers. 


Agricultural Products & Services 

The production of food is the most basic of all industries. And Grace's agricultural 

business has expanded to meet the need for greater American productivity from 

both land and animals through increased output of its three major products: ferti- 

lizers, feed, and animal breeding services. The year 1973 wasa banner year for 

Grace's agricultural operations, with strong sales and improved profits in all sectors. __["’ American farmer depe 
Partial crop failures in other countries and efforts by the U.S. government to ——e sad, 0 

develop food exports have both contributed to the almost unprecedented demand & inc i Sisal 
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Grace's protein feed supplements help to 
increase the efficiency of beef and pork pro 
duction by feedlot operators, farmers, and 
ranchers. Both dairy and beef cattle owners are 
also making increased use of Grace's genetic 
improvement programs, breeding cows by arti- 
ficial insemination to produce animals that yield 
more milk or produce more beef at lower cost. 


12 


producer, with a capacity of some four million tonsa year, management expects 
continuing strong performance in agricultural chemical earnings in 1974. 

Grace enjoys an advantage in terms of raw materials required to produce 
both nitrogen and phosphate fertilizers. Because of prudent planning and long- 
established and substantial sources of these feedstocks, the company has 
encountered only minor problems from the tight supply situation in natural gas, used 
to produce ammonia for nitrogen fertilizers, and in phosphate rock, required for 
production of phosphoric acid. Grace operates four major ammonia plants; the 
largest is in Memphis, where production of Grace's nitrogen fertilizers is centered. 
During 1973 the Memphis plant was expanded, and plans are now on the draw- 
ing board to increase production of urea (a solid form of nitrogen) from 138,000 to 
350,000 tons per year by 1975. On the Caribbean island of Trinidad, Grace has 
another large ammonia/urea complex, and under an agreement in principle with 
the government of Trinidad proposes to build a new 1,200-ton-per-day plant that 
will more than double Grace's ammonia capacity there. 

In addition, Grace has major phosphate rock holdings in Florida with a 
current production capacity of 2.5 million tons a year. Studies indicate that these 
reserves will sustain that level of production for at least 50 years. A project to 
expand the capacity of the phosphoric acid plant in Bartow from 330,000 to 
580,000 tons per year was announced in 1973. Capacity of Grace's phosphoric 
acid plant in Bayonne, France, was also increased during the year. 

Rising consumer demand for beef has created continuing growth opportunities 
for American Breeders Service, the world's largest and fastest-growing organiza- 
tion for the genetic improvement of cattle. This Grace division has provided artificial 
insemination for more than 31 million dairy and beef cows since its founding 
in 1941; in 1973, more than 3.8 million units of semen were sold. Last year ABS 
expanded its facilities in the United States and Canada, established a unit in New 
Zealand, and made plans for a new installation in Australia. 

Grace makes feed and feed supplements for cattle and swine in 12 plants 
in the western United States. These plants operated at near capacity during the past 
year to meet the burgeoning demand for these products, sold largely to the big 
feedlots that now produce 87 percent of the U.S. beef supply. Feed sales in 1973 
increased by about 46 percent over 1972. Future growth and development in this 
area will be stimulated by the planned addition of three new feed mills this year. 


Converted Plastics & Packaging Products 
Since its introduction in 1971 for the packaging of fresh red meat, the Barrier Bag™ 
has revolutionized the meat distribution system; cuts can go directly from the 
slaughterhouse to the supermarket in the Barrier Bag without weight loss and meat 
shrinkage. Grace already operates 17 plants worldwide to produce various 
protective films and other flexible packaging materials including the Barrier Bag 
fora broad range of markets in the United States, Canada, Europe, Australia, Latin 
America and the Far East. During 1973 a new plant went on-stream in St. Neots, 
England; and additional plants are now under construction in Melbourne, Australia, 
and Buenos Aires, Argentina, with start-ups scheduled later this year. A plant 
to produce the Barrier Bag in Epernon, France, is scheduled to start up in 1975. 
Largest of these new plants is a $10-million installation now under construction 
in lowa Park, Texas, which will increase production for the expanding U.S. market. 
Under the Cryovac® brand name, Grace is also an innovator in the develop- 
ment of improved vacuum shrink packaging systems for many other perishable food 


Seventeen Grace plants around the world now 
produce Cryovac® plastic films for packaging 
food and other consumer items. The film being 
extruded in the photograph goes into making 
the Barrier Bag™, a Grace innovation that in 
two years has revolutionized the distribution 
system for fresh red meat; its superior strength 
and impermeability to air and moisture permit 
packaging of primal cuts in the slaughterhouse 
for transport to supermarkets without meat 
shrinkage and weight loss. Cryovac films and 
systems are also used for packaging smaller 
cuts of smoked and processed meats, poultry 
and cheeses, and for packaging consumer 
items such as toys, hardware, stationery and 
small appliances. 


The unique structure pictured on pages 16-17, 
the only one of its kind in the world, encloses 
an area bigger than a football field, where 
special equipment stacks and blends raw ore 
from nearby mining operations. Completed 

in the fall of 1973, it is part of Grace's vermiculite 
mining operations in Libby, Montana. More 
than two million tons a year of raw ore are 
processed here to produce five grades of 
vermiculite, a mineral widely used as an insulat- 
ing material. Grace's activities in the natural 
resources area include the mining of metals and 
the exploration, development and production 
of oil, gas and coal. 


items, such as luncheon meats, sausages and cheeses. The new Texas plant will 
also produce a special shrink film used to package nonfood consumer items such as 
toys, hardware, stationery, and small appliances. 

Converted vinyl products manufactured by Grace are used in a wide variety 
of office products, home furnishings and furniture; in numerous automotive, decora- 
tive, construction and wood simulation applications; and in a broad range of 
medical items including blood bags, tubing and x-ray packs. Sales of these viny| 
products in 1973 increased 22 percent over 1972 levels. 

Grace also produces Airmold® blow-molded plastic containers used in pack- 
aging tools and office and photographic equipment, as well as in the manufacture 
of luggage and sporting goods. Sales of Airmold products have more than doubled 
over the past five years. 


Medical Products & Services 

From the maternity ward to the retirement village, Americans are demanding and 
receiving better health care, in part because of the specialized and technically 
sophisticated medical products & services now available to health care practitioners 
and institutions through Grace's Chemed operations. 

Using advanced electronic equipment and sophisticated techniques, the highly 
skilled personnel of Chemed's diagnostic services laboratories serve physicians 
and hospitals in various areas throughout the country. Newest of these labs 
isa round-the-clock reference toxicology laboratory uniquely equipped to provide 
emergency drug screening for comatose patients. 

Chemed has long been a leader in the field of medical environmental sanita- 
tion, providing total sanitation systems for hospitals, clinics and nursing homes. Its 
products include antiseptic soaps, environmental detergents, and germicides. Sales 
and profits have steadily increased. 

Also continuing to grow at a fast pace is the market for Chemed's line of 
disposable medical and dental supplies used in hospitals and doctors’ and dentists’ 
offices. Newest of Chemed's medical services is the equipment and management 
of inhalation therapy departments for hospitals. 


Natural Resources 

Great progress has been made in implementing Grace's natural resources objec- 
tives to build earnings and cash flow through acquisition and development of 
domestic oil and gas operations, as well as coal companies, while maximizing 
results from established mining operations. More than $50 million in cash and stock 
was committed for natural resources projects in 1973, with the focus on exploration 
and production operations in the United States and Canada. 

Operating income from oil and gas interests in 1973 doubled the previous 
year's figures. Teal Petroleum, a subsidiary headquartered in Houston, was formed 
to seek both new and proven reserves of oil and gas in the United States, concen- 
trating initially on the Texas-Louisiana Gulf Coast, the Rocky Mountains, and 
California. Teal's investment target is $37 million over a five-year period, with 70 
percent of the total slated for acquisition of proven reserves and 30 percent for 
exploration and development. 

The acquisition of Cleary Petroleum Corporation, an independent oil and gas 
exploration and production company in Oklahoma City, brought to Grace 
interests in 71 oil and gas fields in the United States and Canada. Grace also 
acquired Magness Petroleum Corporation, a privately held company also based 


iM. i > 
1) \ Ja \¥ 


1 


} ees a 
a RR 


am. 


ee2 
Sss= 
eae 
aren 
tas= 
Seam: 
enn 
anz= 


ah 


’ 
ry 


» 
a 


v2 
Pak F 
sh ®t 
f ‘ a 
ei eee 


eee ba 4 
GR oa 
* a8 
7m 


og 


a 


DRARt Be 
ena - 


in Oklahoma City and engaged in oil and gas exploration, production, and 
contract drilling. Combined, Cleary and Magness produce the equivalent of more 
than 4,000 barrels per day of crude oil. They are now responsible for all Grace 

oil and gas exploration and production activities in the mid-continental United States. 
In addition, Grace acquired all the outstanding stock of Berry Gas Company, 

an Oklahoma-based company that has developed gas production in Alberta. Grace 
also has a 23.3 percent interest in Voyager Petroleums Limited, a Calgary-based 

oil and gas exploration company whose sales and earnings for 1973 were 

highly satisfactory. 

Total expenditures for oil and gas exploration almost doubled during the 
year, and are budgeted to double again in 1974. 

The past year saw equal progress in building Grace's position in high-quality 
coal reserves to meet America's growing energy needs. More than $20 million 
was committed to the acquisitions and expansions of Colowyo Coal Company 
in Colorado and Race Fork Coal Corporation in Kentucky, which together have 
about 200 million tons of recoverable reserves of low-sulfur, low-ash, high-BTU 
coal. An agreement in principle has also been reached for the merger into Grace 
of the coal operations of Blue Diamond Coal Company of Knoxville, Tennessee, 
which consist principally of mining in eastern Kentucky. Finally, Grace also became 
the exclusive sales agent for low-sulfur Polish coal being marketed in the United 
States to East Coast utilities. 

Grace's mining operations had a strong year, primarily due to higher metal 
prices. Operating income from these interests doubled that of the previous year. 
Results of Western Mines Ltd., a Vancouver-based company in which Grace owns 
24.9 percent equity, were highly satisfactory. Western Mines has operations 
in zinc, copper and silver. 

According to plans that call for a continuing shift out of Grace's remaining 
Latin American mining investments, interests in three South American properties were 
sold in 1973. They were a tin dredging and washing operation and a tin/tungsten 
underground mine in Bolivia and a tin dredge in Brazil. 

On February 14, 1974, the government of Peru nationalized Grace's paper 
and chemicals operations. This action ended more than three years of uncertainty. 
Grace will be compensated for these properties through an agreement concluded 
between the United States and Peruvian governments. Except for one relatively small 
mining property, Grace's involvement in Peru—the country where the company 
was founded 120 years ago—is now virtually ended. 

Continuing its profitable operation in 1973 was Propal, Grace's joint venture 
with International Paper Company in Cali, Colombia. The Propal mill, which is the 
world's largest for the manufacture of fine paper from sugar cane bagasse fiber, 
increased tonnage shipped for the sixth consecutive year. 


Consumer Products & Services 

All-time highs in sales and profits were posted by Grace's consumer products & 
services operations in 1973. Sales, which reached $1.4 billion, were up 20 percent 
over those of the previous year; and operating income after taxes was $24 million. 
Since its inception in the early 1960s, Grace's consumer products & services business 
has grown from a small grocery products venture into a large, diversified consumer- 
oriented corporate thrust with broad marketing capabilities and established positions 
ina number of businesses characterized by rapid growth and the potential for 
better-than-average return on investment. 


Grace operates coffee shops and dinner 
houses in 12 states across the country. The 
Moorings, lo n the banks of the pictur- 
esque Chattah hee River in Atlanta, is one 
of the newest. Other Grace restaurants are 
known as The Moonraker, The Plankhouse, The 
Sandpiper, The Whaler—and three are replicas 
of old-time sternwheelers, two dubbed Reuben 


E. Lee, and one, Lt. Robert E. Lee. Grace's 
coffee shops are known as Coco's or simply 
Snack Shops 


Grocery Products & Food Services 

European grocery products and worldwide food services rang up improved 
earnings in 1973. Grace's U.S. grocery businesses, however, ended the year with 
disappointing earnings, in part because of government price controls that were 

in effect for most of the year. 

Jacques Borel International, a 65 percent owned Grace subsidiary, is the 
largest food service company in France and the third largest in continental Europe. 
Borel conducts three major types of operations in six countries: restaurants located 
in cities, airports, shopping centers and on expressways; institutional food services 
including in-plant feeding and meal voucher programs; and the building and oper- 
ation of motor hotels. During 1973, Borel opened a new commissary in Paris 
and 172 new restaurants and in-plant feeding facilities in France, Spain, Portugal, 
Belgium, Italy and Germany, bringing its grand total to 721 restaurants and in-plant 
facilities and increasing the total number of meals served to 82 million in 1973. 

Last year Borel also opened its second and third motor hotels. 

In the United States, government price controls plus delays in new restaurant 
openings limited profit growth through the third quarter for Far West Services’ 
restaurant business; but profits returned to their normal growth trend in the final 
quarter of the year. The number of meals served in 1973 increased by approximately 
20 percent over 1972 totals. Far West's chain of restaurants now covers 12 states 
across the country, having grown from 47 to 93 units in little more than three years. 

The largest unit in Grace's European grocery products operations is Barilla, 
the leading pasta producer in Italy and in the world. Barilla distributes its products 
through 135,000 retail outlets throughout Italy. Although Barilla's sales remained 
healthy, its profits were curtailed by a general price freeze in Italy and by skyrocket- 
ing costs of its primary raw material, durum wheat. 

DeZaan, the Dutch cocoa bean processor, had an excellent year in 1973. 
Despite a chaotic cocoa bean market throughout the year, DeZaan continued its 
steady performance with near-record earnings. 

Tanara,a79.5 percent owned Grace subsidiary that makes and sells ice cream 
and frozen bakery products in Italy, also boosted consumer sales during the year. 
Distribution of this well-known brand was expanded through the establishment of 
additional distribution facilities in 1973, and construction of a new $5-million 
manufacturing plant to serve important markets in southern Italy was approved. 

Fruit-based jams and compotes are produced by Grace's Materne subsidiaries 
in Belgium and France, and in 1973 the Odenwald label was added to expand and 
strengthen this business in Germany. Raak, a leading soft drink manufacturer in the 
Netherlands, also continued its sales expansion into Germany, Belgium and France. 

Operations of Grace's European grocery products were streamlined in 1973 
through the divestment of Marela (United Kingdom), Salador (France), and H. B. Ice 
Cream and Urney Chocolates (Ireland). 

Sales reached new highs in 1973 for Grace's domestic grocery products busi- 
nesses, although government price controls and unregulated prices for raw 
agricultural products combined to lower earnings in this sector. Nalley’s, a producer 
of snacks, pickles, dressings, and canned meat specialties in the western United 
States, posted record sales and expanded its distribution into Illinois, Indiana, 
Michigan, and Ohio. 

Sales and profits reached all-time highs in 1973 for Grace's SeaPak Division, 
which manufactures frozen seafood products and onion rings in Georgia and Texas 
for nationwide distribution. 


SeaPak® premium seafood product 
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Style, quality and craftsmanship are the hall- 
marks of success in the fashion business; and 
designer Rena Rowan'’s sense of style, coupled 


with quality materials and craftsmanship, sewed 
up record profits in 1973 for Jones New York 
sportswear. Grace also makes apparel under 


the John Meyer, Giraffe and Emily, Just Emily 
labels. Its other fashion products include hand 


bags, shoes and specialty textiles 


Fashion & Leisure Products 

Continued consumer acceptance of Grace-designed products, combined with 
demonstrated excellence in service and distribution, has resulted in 15 percent sales 
growth for this sector of Grace’s consumer products business. 

The profit leader in Grace's fashion products in 1973 was specialty textiles, 
including drapery and upholstery fabrics and ticking—nowadays seldom the coarse 
blue and white material that once covered every mattress, but rather damasks and 
jacquards woven in rich floral and geometric patterns. These textiles are produced 
under the Bekaert label in ten fully integrated and highly specialized manufacturing 
plants in Belgium, England and Australia by the Bekaert group of companies. 
Bekaert-made products are sold in the United States by Grace's Golding Bros. 
Division, which contracts out the printing and finishing of an established line of 
woven, print and damask mattress ticking, as well as upholstery fabrics. 

Sold under the popular Jones New York, John Meyer, and Emily, Just Emily 
labels, Grace's lines of women's sportswear continue to show gains in profitability. 
Last year a line of high-fashion blouses was added under a new label, Giraffe; 
and a new operating unit, Omniform, was created to make and market men's and 
women's career apparel and uniforms. 

Also highlighting the year for Grace's fashion products were the openings 
in Florida and Texas of three new Pix shoe stores. These free-standing stores offer 
the customer a choice of hundreds of styles and colors in open racks or at a spe- 
cial selector bar. Although static footwear sales and increased imports hurt U.S. shoe 
manufacturers last year and Grace's domestic footwear manufacturing operations 
were cut back, Pix sales increased by approximately 11 percent and earnings rose 
by 14 percent. 

Leading the company’s leisure products operations in sales and profits for 
1973 were its automotive products. Grace manufactures and/or markets more than 
3,500 different original equipment and after-market parts for automobile manu- 
facturers, owners and enthusiasts under the Mr. Gasket™, Appliance Industries, and 
AMCO trade names. These products include performance parts to improve 
efficiency and gas mileage, customizing parts such as wheels and grill guards, and 
specialty engineered items such as fasteners and wire products. The year's growth 
was enhanced by expansion of a line of specialty parts and accessories for 
imported and domestic mini-cars. 

Also in the leisure area, Grace is a specialty distributor and retailer of toys, 
hobby products, sporting goods, and selected housewares. Last year, warehouse 
and mail-order distribution of toys and hobby products was expanded and six new 
retail outlets were opened, including two Kids' Kounty™ stores in Houston. These 
34,000-square-foot specialty stores are a new concept in retail merchandising. 

Grace also distributes housewares, and in 1973 added an importer and 
distributor of kitchen utensils and gadgets under the Kitchen King® trade name. 

A Grace leisure products business that enjoys wide consumer popularity in the 
eastern United States is Herman's World of Sporting Goods. Growth of this chain 
has been nothing short of spectacular, with the number of stores nearly doubling 
from 16 in early 1973 to 30 at year-end. Herman's also opened a headquarters 
and warehouse facility in Carteret, New Jersey, last year. Since 1970, sales have 
increased sixfold. Most Herman's stores are located in or near large shopping 
centers, and all are stocked with a broad selection of both brand-name and private- 
label sports equipment and apparel sold by a trained staff of sports experts. 

A recent Herman's innovation is the High Adventure Shop, geared to the trend 
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toward camping, backpacking, rock climbing, and whitewater canoeing. 

Awide range of gift items sold by direct mail also scored big sales and earn- 
ings gains during 1973. Figi's sells a mouth-watering variety of cheeses and other 
gourmet foods through a colorful annual catalog, and J. Packard Ltd. markets 
a recently expanded line of men's and women's clothing, featuring personalized 
tailoring of some items, and accessories. 

The recreational vehicles business, which declined as a result of the gasoline 
shortage and high interest rates affecting prospective purchases, was a great 
disappointment in 1973. The unfavorable turnaround amounted to an about-face 
for this business, which early in the year had announced plans for significant 
expansion of its manufacturing facilities for Fan and Shasta travel trailers and 
motor homes. 


Other Consumer Services 
Other Grace consumer services operations serve the real estate and education 
industries. 

The year produced record earnings for Grace's real estate development 
activity. This business has grown rapidly since its Grace beginnings in 1969, both 
internally and through acquisition. Grace Properties is engaged in the planning 
and development of land for sale to residential, industrial and commercial builders. 
Its largest current project is Beckett, a planned 7,200-acre community in southern 
New Jersey; and its biggest sale in 1973 was a 600-acre property in Coconut 
Creek, Florida, another planned community. 

Grace expanded its real estate operations in January 1973 through the 
acquisition of the Rinker Corporation, a developer of shopping centers and other 
commercial properties in California and the Pacific Northwest. Pearce, Mayer 
& Greer Incorporated, another Grace unit, is one of the five largest mortgage 
brokerage operations in the United States, with a volume of $450 million in loan 
placements and sales in 1973. It is the adviser to Hanover Square Realty Investors, 
a trust that completed its first full year of operation in August 1973 with $57 million 
in investments. 

Through its education services operation, Baker & Taylor, Grace is a leading 
distributor of books, audiovisual materials, other school supplies, and computer- 
ized services to university, school, and public libraries in the United States. In 1973 
special emphasis was placed on supplying audiovisual software to these customers 
and on expanding participation in international markets. 


Herman's World of Sporting Goods exemplifies 


Grace's expertise in specialty merchandising 
election of 
f| 


This chain ¢ 


equipment ar eisure 
activities from badm 


ing. Grace's other specialty merchandising 


activities include new aches to the dis. 


tribution y products, house 


es, toys 


wares, 1utomotive customizing 


performe 


25 


ter canoe: 


W. R. Grace & Co. and Subsidiary Companies 


Financial Data by Area of Activity 1969-1973 
(In millions of dollars—restated for poolings of interests and changes in accounting principles) 


Chemically Based Products & Services Consumer Products & Services 

Industrial & Converted 
Specialty Agricultural Plastics & Medical Grocery Fashion & Other 

Chemicals & Products& Packaging Products & Total Products & leisure Consumer Total 
Processes Services Products Services Chemical Food Services Products Services Consumer 


Sales and Operating Revenues 


1969 $423 $ 280 $181 $17 $ 901 $ 442 $239 $ 82 $ 763 
1970 459 272 195 20 946 495 267 102 864 
1971 496 266 212 22 996 537 310 118 965 
1972 563 283 242 28 1,116 635 366 144 1,145 
1973 664 363 290 36 1,353 774 422 180 1,376 


Average Annual % 
Growth Rate 1969-1973 11.9% 67% 12.5% 20.6% 10.7% 15.0% 153% 217% 15.9% ' 


Operating Income after Taxes 


1969 $22.8 $ (.2) $ 88 $1.2 $ 32.6 $ 7.0 $12.4 $ 25 $ 219 
1970 25.4 69 6.6 14 40.3 8.2 98 3.2 21.2 
1971 27.6 76 63 1.6 43.1 10.1 83 46 23.0 
1972 36.0 13.6 10.1 19 61.6 91 8.6 5.7 23.4 
1973 45.1 27.4 15.8 2.0 90.3 63 92 8.5 24.0 


Average Annual % 
Growth Rate 1969-1973 18.6% N.A. 15.8% 13.6% 29.0% (2.6) % (7.2)% 35.8% 23% 


Sales and Operating Revenues—Percent of Total 


1969 20% 13% 9% 1% 43% 21% 1% 4% 36% 
1970 23 13 10 ] 47 24 13 5 42 
1971 24 13 10 ] 48 26 15 6 47 
1972 24 12 an 1 48 27 16 6 49 
1973 24 13 10 ] 48 28 15 6 49 


Operating Income after Taxes—Percent of Total 


1969 35% —% 14% 2% 51% 11% 20% 4% 35% 
1970 37 10 9 2 58 12 14 4 30 
1971 40 11 z 2 62 14 12 7 33 
1972 4] 16 12 2 71 iM 10 6 27 
1973 37 23 13 2 75 5 8 ri 20 


Operating Income after Taxes Is computed before extraordinary items and allocation of general corporate overhead and general corporate Interest. For this table, taxes are 
computed substantially on a separate return basis for each subsidiary and each division of the Company. In the case of each U.S. subsidiary and division, benefits for all 
generated investment tax credits and operating losses, If any, are recognized currently. 
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Natural W.R. Grace 
Resources & Co. 
Sub-Total 
; Continuing Discontinued 
Operations Operations Total 


$ 76 $1,740 $382 $2,122 


| 84 1,894 141 2,035 

| 72 2,033 40 2,073 

| 7 2,337 é 2,343 

| 77 2,806 2 2,808 
3% 127% NA. 7.3% 


. $ 67 $ 61.2 $22 $ 634 


. 63 678 1g 69.7 
1.6 677 17 69.4 
2.2 87.2 (2) 87.0 
5.4 119.7 1.0 120.7 
(5.3)% 18.3% NA. 17.5% 

3% 82% 18% 100% 

4 93 7 100 

3 98 2 100 

3 100 - 100 

3 100 - 100 
1% 7% 3% 100% 

9 7 3 100 

2 7 3 100 

2 100 - 100 

4 9 1 100 


Financial Review 
(prior years’ data restated) 


Capital Expenditures 

The following table compares capital expenditures by area of activity in 1973 with 1972 including 
those of pooled companies. The net properties and equipment of other companies acquired are 
included in the year of acquisition. 


1973 1972 
(In Thousands) 
Chemicals 

AAUSEIN TG: SHGCIY “sions stein tame cia ciaaia ctautarnlan'ninaie ne «a EME $ 38,839 $ 30,722 
Agricultural ........ «. 16,429 21,149 
Converted Plastics ~» 18811 13,245 
WABCHCOR Narre acr nisiats Us arwaca tea athnis/efa niwhwitisje seca las nA 1,010 1,203 
Total Chemicals 72,089 66,319 

Consumer Products 
Grocery Products & Food Services 37,417 39,314 


CURA RONY Sa MNS sfc chain, bes, crore’ fiaieteiateleiae zara. wtbra's 
Other 


Of the total, capital expenditures on properties, plant and equipment in 1973 were approximately 
$100 million in the United States and Canada, $48 million in Western Europe, and $8 million in the 
Far East and other areas. 


Working Capital 
Additions to working capital provided by operations amounted to $175.6 million in 1973 compared 
with $136.2 million in 1972. Sources included income before extraordinary items, depreciation and 
depletion, deferred income taxes and other items. 

As of December 31, 1973, working capital had increased by $46.5 million to $490.9 million from 
$444.4 million at the end of the previous year. The Company's current ratio at the end of 1973 was 
1.8:1 compared with1.9:1 at the end of 1972. 


Net Fixed Assets 
The following table compares net fixed assets by area of activity at December 31, 1973 and 1972: 
1973 1972 
Chemicals {In Millions) 
Industrial & Specialty 
AGUNG ein ccetei inn wank icenennines 


COnVenGe GCS cace stasis emacleseienvien 
DACNCM ere ee ces aiatnn sii diese sale nce 
Total Chemicals 
Consumer Products 
ISTOGENY FrOCUCIE GL RCOG SOLVICOE sce a.ctcaicis care cinare ctcje,crsiereeiesarsisreisie nia 


BOSSA MCRL sor arate i oonisja'u oiores ass b cto miale ah wininte aluiclaviw’a'cislawia wees 
NSN ts tntatn eine Rin esa (a) aiocn sa nlsinin a Aiacainim a miniamaia siaialace xisisisre=)ipiace-sis'enn a oiaNG WW 
DORA CONBUM ERE IOCUCHE soak cb acu islonickwsesbdblveitecenivenc gegen 214 191 
PNCHUEAT ROSOUNCES: x s)e0 a4 ineiewis'o maincemiolen vielsina/viealeem nip cinisccain seine 44 30 
Discorninitec ORGCHONE 6 4 itip.c00!a)iceiw ai4-2c vielen es'cie.c bon c.cienabinesiieaee - 4 
Grand Total 657 
Form 10-K 


The Form 10-K Annual Report filed by the Company with the Securities and Exchange Commission 
contains additional information including but not limited to the following—U.S. and Foreign 
Subsidiaries, Legal Proceedings, Security Holders by Class, and Supplementary Financial Data. 
Any of this information will be furnished to shareholders upon request. 


Three-Year Summary of Quarterly Results 


Quarter Ended: 
March 31 

June 30 
September 30 
December 31 
Total 


W. R. Grace & Co. and Subsidiary Companies 


International Operations 


The following table provides a geographical breakdown of sales and operating income after 
taxes in 1973 and 1972: 
Operating Income 


Sales After Taxes 
° (In Millions) 1973 1972 %\Increase 1973 1972 %\Increase 
United States & Canada .. $1,835 $1,581 16% $ 82.5 $60.8 36% 
Europe ‘ 809 617 3h% 20.3 15.1 34% 
Far East & Other . : 164 145 13% 1S. She 61% 
i Ce, a eer $2,808 $2,343 20% $120.7 $87.0 39% 


Sales and operating income after taxes outside the United States and Canada in 1973 contributed 
35% and 32% of the totals, respectively. 


Employment 
Grace's employees numbered 74,500 at the end of 1973, compared with 72,100 at the end of 1972, 
and their geographical distribution was as follows: 


1972 

United States & Canada 41,600 
EAICONSE tac nas pinrstaminsinsl nivieiniciclominsinoinvessveiwiain ors 23,300 
Pe BORA CMON necsccziclcinee smce eke fe teen 7,200 

i 722 WRC RORA A ey SOAPS RAS AN mee nae SARS emer Ter 72,100 
Total employment costs for 1973 were $620,678,000, compared with $528,663,000 for 1972. 
Dividends 
During 1973, quarterly dividends were paid to shareholders of the common stock as follows: 
Record Date Payment Date Amount Per Share 
ROUNINHINT Eo socaece ntisrcereretouniewia ian cai, POW EAN ish cialis siatsces sth asaiaioeetaistaanree 
May 11 ...... Ur ul lee pABrine PIACEC Sr eee RIT es tg 
August 14 .... September 10 
Newemisen ts: 25252 cane csjecrasscasee cians December 10 

OMEN airs: pias oe Feats ae te SAR TUE MR le Gear aa cee RNS Ce eee eee anN SaILs 


In total, common stock dividends amounted to $41.9 million. In addition, the Company paid $728,000 
in dividends to preferred shareholders. 1973 was the 40th consecutive year of dividend payments. 


Chemed Corporation 
Chemed Corporation, a 90% owned consolidated subsidiary of the Company, reported sales and 
operating revenues of $164.3 million for the year 1973, an increase of 17% over 1972, and net 
income of $12.3 million, a gain of 18% over the previous year. 

Chemed capital stock, 10% of which is publicly owned, is traded over the counter. Copies of the 
Chemed 1973 Annual Report are available upon request. 


Income before Extraordinary Items 


Per Common 
and Common 
Sales (In Millions) Amount (In Millions) | Equivalent Share % \ncrease Per Share 

1973 1972 1971 1973 1972 1971 1973 1972 1971 1973/72 1972/71 
$ 617 $ 531 $ 460 $11.5 $9.5 $84 $ 38 $ 32 $ 28 19% 14% 
730 604 564 276 23.0 19.4 93 16 69 22% 10% 
715 577 511 257 160 137 4.86 55 «48 56% 15% 
746 631 538 at 613897 €=668 I? Af 33 68% 104% 
$2,808 $2,343 $2,073 $87.5 $62.4 $48.3 $2.96 $2.10 $1.68 4% 25% 


Report of Independent Accountants 


PRICE WATERHOUSE & CO. 
60 Broad Street, New York 10004 


To the Shareholders and Board of Directors 
of W. R. Grace & Co. 


In our opinion, the accompanying 
consolidated balance sheets and the related 
consolidated statements of income, share- 
holders’ equity and changes in financial 
position present fairly the financial position of 
W. R. Grace & Co. and its subsidiary com- 
panies at December 31, 1973 and 1972, the 
results of their operations and the changes 
in financial position for the years then ended, 
in conformity with generally accepted 
accounting principles consistently applied. 
Our examinations of these statements were 
made in accordance with generally accepted 
auditing standards and accordingly 
included such tests of the accounting records 
and such other auditing procedures as we 
considered necessary in the circumstances. 


(nce Water Co, 


March 1, 1974 


W. R. Grace & Co. and Subsidiary Companies 


Statement of Accounting Policies 


Principles of Consolidation: The consolidated financial statements include the accounts of the 
Company and all majority owned and controlled domestic and foreign subsidiary companies. 

Certain investments in less than majority owned companies are carried at cost adjusted for subsequent 
changes in equity since dates of acquisition. 


Translation of Foreign Currencies: The assets and liabilities of foreign subsidiaries have been 
translated into United States dollars at year end rates of exchange, except that properties and 
equipment and certain noncurrent assets including goodwill (and the related depreciation and 
amortization) have been translated at the rates prevailing on the dates of acquisition. Income and 
expenses (other than depreciation and certain amortization) have been translated at weighted 
average exchange rates prevailing during the year. Foreign currency exchange adjustments are 
charged or credited to income currently, except that (1) those adjustments arising from the translation 
of indebtedness incurred to finance additions to properties and equipment and certain permanent 
investments are amortized over the estimated useful lives of the related assets, and (2) gains on for- 
ward exchange contracts which have not matured, to the extent not directly associated with 
current translation losses, are recognized in income upon maturity. 


Inventories: Inventories are stated at the lower of cost or market. Due to the diversified nature of 
the Company's operations, several bases of determining costs are used, including first in- first out, 
average and identified cost. Market for raw and packaging materials is based on replacement 
cost and, for other inventory classifications, on net realizable value. 


Properties and Equipment and Related Depreciation: Depreciation of properties and equip- 
ment is generally computed using the straight line method over the estimated useful lives of the assets. 
Intangible drilling and development costs are capitalized only for productive wells and amortized 

on the unit of production method. Depletion of mineral and oil producing properties is also provided 
on the unit of production method. Expenditures for maintenance, repairs, renewals and betterments 
which do not materially prolong the useful lives of the assets are charged to income as incurred, 

The cost of property retired or sold, and the related accumulated depreciation, is removed from the 
accounts and the resulting gain or loss is reflected in income currently. 


Goodwill: Goodwill, principally arising from acquisitions accounted for as purchase transactions, 
is amortized using the straight line method over the estimated useful lives, but not in excess of forty 
years. 


Research and Development: Research and development costs are charged to income as incurred. 


Income Taxes: The Company recognizes tax effects of transactions in the year such transactions 
enter into the determination of net income, regardless of when they are recognized for tax payment 
purposes. Accordingly, deferred income taxes are provided for the excess of depreciation for tax 
purposes over depreciation recorded for financial accounting purposes, for the unremitted earnings 
of less than majority owned companies and for other significant timing differences. Investment tax 
credits are applied as a reduction of the current tax provision in the year the related properties and 
equipment are placed into service. 


Earnings Per Share: Earnings per common and common equivalent share are computed on the 
basis of the weighted average number of common shares outstanding during the respective years 
after giving retroactive effect to shares issued and expected to be issued for business combinations 
and assuming stock options outstanding were exercised at the beginning of the year (with applicable 
proceeds used to purchase treasury stock) and after deducting dividends paid on preferred stocks. 
Earnings per common share assuming full dilution are computed based on the further assumptions that 
various convertible debt obligations were converted at the beginning of the year (with applicable 
reduction in interest expense, net of tax) and additional contingent shares were issued for business 
combinations. 


Pension Plans: Pension obligations, under various funded and unfunded domestic and foreign 
(including prevailing social law) plans which cover substantially all full time employees, are generally 
provided by current funding and accruals. Prior service costs, as to certain of the plans, are 
amortized generally over ten to thirty years. 
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Consolidated Statement of Income 


In Thousands (except amounts per share) 1973 1972* 
Sales and operating revenues .........ccccecassceeeenceeeees $ 2,807,830 $ 2,343,429 
Pitvlclenncls scwicl Witereet voc a cies ois, 475'sipie/pisteieiess-ala-eleisieiainia:is'a,ate|siarpiaiers 15,909 12,634 
Net gain on disposition of properties .......-..eseecreeeeceeeee 2,753 2,320 
Equity in earnings of less than majority owned companies 
(dividends received 1973—$6,150; 1972—$4,443) .........00005 6,548 4,420 
2,833,040 2,362,803 
Cost of goods sold and operating expenses ...........+eeeeeeee 1,996,467 1,658,110 
Selling, general and administrative expenses .........00.eseeeees 524,393 467,746 
Depreciation and depletion ............cceceseeeeeeeeeeeuee 67,807 63,126 
Research and development expenses ............0eeeeeeeeeee 28,054 21,559 
HribesieSE EOS won atc eare nisieaia msniarn rsyeivies SiesatcjclapesaisfalaGin cine. cte 50,042 39,182 
Income applicable to minority shareholders .........0.ceseeseeues 3,785 2,653 
2,670,548 2,252,376 
162,492 110,427 
U.S. and foreign income taxes: 
NCHRP No da ra iriemtana seal earn a hres scare ad aoa Wataia ORES em StT 66,869 47,17) 
os en EE eine ae ee ps ee rary a 8,085 844 
74,954 48,015 
Income before extraordinary items 87,538 62,412 
ERROR MOINS sian casein sien icra cihrelarenate Was waeaniat stain aa nie (2,902) 3,232 
Pilate oie tase ic eons clateieecnicenettalersinioe casas $ 84636 $ 65,644 
Earnings per common and common equivalent share: 
Income before extraordinary items ...........seece esse ee eeee $2.96 $2.10 
EniicocneunicinyH NOMS aclu cia ctieteenahsie pieces Denman seks auatsntes (.10) 1 
MBE INCOMG oe n,occ sn cota. or aetiea nama snaneaeeaiecmenv nes $2.86 $2.21 
Earnings per common share assuming full dilution: 
Income before extraordinary items ..........ecceeeeeeeeeeees $2.65 $1.94 
ERRATA INCI AB PSINI isco wha hp otorapaeasapaiens mctanarareimanerstatesara’s ietble (.08) .09 
IMBE RCOIIG, accisicceck eins we west brehiwcelntalnnsale cutie BeleanGAeetle ats $2.57 $2.03 


*Restated. 


The Statement of Accounting Policies, page 29, and the Notes to Financial Statements, pages 34 to 38, are 


an integral part of this statement. 
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Consolidated Statement of Changes in Financial Position 


In Thousands 


Financial Resources Provided by: 

Income before extraordinary items ..........ccecenceeeeceaenees 
Depreciation cand cepletloni sss ccvcsceccnsecccsiceviguintauisg caine 
RMON CANE SONON og afeteca wines toess.n cre oye diate dlsisie wie Sareiniatiadsfie's'a\e 


Deferred income taxes 


Income applicable to minority shareholders .........0:0seeeeeeeee 
Working capital provided by operations ...........seeseeeeee 


Working capital provided by extraordinary items: 
Proceeds from sales (less abandonment costs), 
inclusive of income taxes: 
Investment in Marine Midland Banks, Inc. ............0ee008 


Working capital divested 
Issuance of long term debt: 


Pe CAMIN Nes PECRALRINOUN ca aie ararin ina os a alert cretalo nlnate Rie ayesaleralere vinnie 


Financial Resources Used for: 
Capital expenditures . 
PERRO WICMRNCIR ec Fascicnrscosnictniy are viginie-n asin.c c)=isiaieioaina vie sis. <iciaisve 


Retirement and repayment of long term debt ..........--.2+e00006 


Cone rein te WM e far cat tia ole aateine sie aiha loa aoa kwetaiawetkd 


Increase in Working Capital .................22..0 02200000 
Analysis of Changes in Components of Working Capital: 


Cash and marketable securities 


Notes and accounts receivable, less allowances ........+.++045 
WAVER MSE acne clon ew as iaie's stone ne 00 alee alain ns sae. cie(aieie-ee wie. 
Gree TCT CRM aes ai cre oso eae rama eiclala ans aie clan /arabaratatn ak kia aye 
Accounts and acceptances payable .........-.2seceeeseeeees 
US: ond foreign taxes on INGOMO iis tone cs esse dsavetsasann: 


Other components of working capital .........0sseeeeeseeeees 


*Restated. 


1973 1972* 

$ 87,538 $ 62,412 
67,807 63,126 

8,356 7,187 

8,085 844 

3,785 2,653 
175,571 136,222 

- 23,136 

- 15,750 

9,609 9,536 
(1,719) (1,992) 
55,000 15,000 

49,265 27,851 
19,993 7 A35 
307,719 232,938 
156,155 132,736 
42,898 39,145 
59,069 38,442 

3,100 4,836 
261,222 215,159 
$_ 46497 $17,779 
$ 1,285 $ 36,028 
47,359 40,412 
83,169 32,189 
5,625 (36,495) 
(58,085) (45,101) 
(11,111) 2,619 
(21,745) (11,873) 

$ 46,497 $ 17,779 


The Statement of Accounting Policies, page 29, and the Notes to Financial Statements, pages 34 to 38, are 


an integral part of this statement. 
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Assets 


liabilities 


Shareholders’ Equity 
(per accompanying statement) 


Consolidated Balance Sheet 


In Thousands December 31, 1973 1972* 
Current Assets 
Cash, including time deposits of $28,013 (1972—$59,110) ......... $ 93718 $ 97 343 
Marketable securities, at cost, approximate market value 
PAS OTA NIST cee Sed bain aisicra si ascatan cee onek meen ne etienionen 48,292 43,382 
Notes and accounts receivable—trade, less allowances of 
SUZACGISTA=SIOGAD scarce ecm ceuen cisitadie'Camiipaieasadeane 367,839 330,664 
Notes and accounts receivable—other, less allowances of 
Be SW neo 2 | a 56,264 46,080 
inventories Seeker eA Me oe stele. eee ee seme LES 494,831 411,662 | 
Prepaid expenses 24,256 20,793 
OMA OTSONE MGSGES > oops acenics cates see ainee se aacienieacions 1,085,200 949,924 
Other Assets 
Investment in Occidental Petroleum Corporation ..........0.ee0ee 17,500 17,500 
Investments in Peruvian companies ..........2seeceeeseeuceeuce 23,600 23,331 
Investments in and advances to less than majority owned companies 31,516 30,562 
Long term receivables and other assets ...........cceeseesuceece 75,039 63,866 
Goodwill, less amortization of $9,885 (1972—$9,279} . 64,202 66,594 
(GREE RPUOERAOUEN 2), Seco es viccaptactinnaon chine nic oeaneare 211,857 201,853 
Properties and Equipment, at cost less accumulated depreciation | 
and depletion of $535,612 (1972—$507,472) ............eeeeee 706,777 657,099 
$2,003,834 $1,808,876 
Current Liabilities | 
ESRD act MESES wet cr orcs nes piwievet gine ninik psaioasa) ok amaiasavs ecclenaie eea arekmtainta oie $ 137,539 $ 143,164 | 
Accounts and acceptances payable ...........c.cceeeescecesces 317,329 259,244 
LES; conch foreign FaxOs ONGOING! si5:a:cic eins ccswiaw aieied nba uds-aierareie-s 54,071 42,960 
Oiharicurreht NSOMAGS 5 ao .ciin:s a isrseteisicnche ste ea eaerasi ne reawe eae 85,338 60,130 
Total Current Liabilities 594,277 505,498 
DGTOiTOE FUMOR GI WIGOIAG 5.5% cco ois pases tn cisiaaienie nats amercine 37,300 28,045 
Foreign Social Law Obligations and Other Noncurrent 
MMep RR co icsctoie or ctatsioe ceo al trast ea kee wikis nt ntrnsastinle 35,060 31,701 
Long Term Debt 540,869 490,772 
Equity of Minority Shareholders in Consolidated Subsidiaries 25,095 25,493 
1,232,601 1,081,509 
Capital Stock 
Pratenreadd teks is. osic es ceca cea anew ad Neda Ghdao nica’ acl ceme's 9,608 10,045 
Common stock (50,000,000 shares authorized—$1 par) ............ 29,132 28,943 
Paid in Capital. . .. 220,872 218,496 
Rakeiitted Bemis o.oo oc sawvsewscdcndon serra ee nw se aaseen $11,621 469,883 
771,233 727,367 
$2,003,834 $1,808,876 


*Restated. 


The Statement of Accounting Policies, page 29, and the Notes to Financial Statements, pages 34 to 38, are 


an integral part of this statement. 


W.R. Grace & Co. and Subsidiary Companies Consolidated Statement of Shareholders’ Equity 


In Thousands 


PRCHUCLENGD CLE SCUIBONEUD 5 VPA 5 ei ccsieins fle nica eit nnainieieis shajbaimielecnss 


Cumulative effect of 1973 prior period adjustment 
for Peruvian investments 


Cumulative effect of 1972 prior period adjustment 
for U.S. Federal income taxes 


Cumulative effect of 1972 change in accounting principle 
for income taxes 


Exercise of stock options 


Purchase ofipreteired S40cks 0.65 sees ccrnnk stun em atea'ene viaeisic cies 
Dividends paid: 
WOOD asinine veenascvtiaestaswtndscudatauckexccacacnes 
Common ($1.50 per share) 


Pooled companies—prior to combination with the Company ..... 
Beilwice ot December 31, V9F2 ovens cece cccinchaeboddenves 
Nefincome for the yeor 1973 sx sct:cicesccauisewaaeceess'ecs’ecaei 
Acquisition of businesses in purchase transactions ...........+0005 


Prior years poolings of interests ...........0-ceeeeeeeceeeeeenes 


Dividends paid: 
PUNE, ccs tata sannentnanvansnamaun anes eesdeeae ames 
Common {$1.50 per share) 00.2 0cseesnecccccsesevenvsceees 
Pooled companies—prior to combination with the Company ...... 
Balance at December31,. 1979 o.65.s5scccceessecevcunewwas 


*Restated. 


Years Ended December 31, 1972* and 1973 


Preferred Common Paid in 
Stocks Stock Capital 

$ 11,139 $ 28,248 $213,346 
11,139 28,248 213,346 
= 142 4,553 

- 475 (475) 

— 3 440 
(1,094) - 9 

- 75 623 
10,045 28,943 218,496 
- 135 2,609 

= 577 (577) 

= 3 378 
(437) - 29 
= (526) (63) 
9,608 $ 29,132 $220,872 


Retained 
Earnings 


$470,096 
(11,512) 
(12,000) 


(3,200) 
443,384 
65,644 


(773) 

(38,295) 

(77) 
469,883 
84,636 


(728) 

(41,886) 

(284) 
$511,621 


Total 


$722,829 
(11,512) 
(12,000) 


(3,200) 
696,117 
65,644 
4,695 


(773) 
(38,295) 
(77) 
727,367 
84,636 
2,744 


(41,886) 
(284) 
$771,233 


The Statement of Accounting Policies, page 29, and the Notes to Financial Statements, pages 34 to 38, are an integral part of this statement. 
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W.R. Grace & Co. and Subsidiary Companies Notes to Financial Statements 


Note 1—General: 


Note 2—Business Combinations: 


(The Statement of Accounting Policies, page 29, is an integral part of the financial statements and 
notes thereto.) 


(a) Investment in Occidental Petroleum Corporation 

The Company's investment in Occidental Petroleum Corporation (175,000 shares of $8.00 Preferred 
Stock constituting all of the issued and outstanding shares of this class which is redeemable at par 
no later than 1981) is carried at the redemption price established when the stock was received as 
partial consideration for the Company's sale in 1970 of certain Latin American businesses to the 
Hooker Chemical Corporation, a subsidiary of Occidental. 


(b) Prior Period Adjustment for Peruvian Investments 

In July 1970, the Peruvian Government issued The General Industry Law which, as amended, provided 
that the ownership of basic industries reverts to the Government by June 30, 1974 and that foreign 
ownership in nonbasic industrial companies be reduced to a minority within an agreed period. 
Accordingly, all of the Peruvian subsidiary companies were deconsolidated at June 30, 1970, and the 
Company's equity in the book value of the underlying net assets at that date was included in 
“Investments in Peruvian companies.” 

On February 19, 1974, the U.S. Government and the Peruvian Government concluded an agree- 
ment whereby the Peruvian Government made a single payment of $76,000,000 to the U.S. Govern- 
ment as compensation for the claims of U.S. companies for properties or investments either expro- 
priated or nationalized as of that date. As a result, the Company has written down its Peruvian 
investments and advances to estimated net realizable value of $23,600,000, which includes its esti- 
mated share of the settlement reached between the U.S. and Peruvian Governments as well as other 
related approved remittances. 

The resulting loss on this transaction has been treated retroactively as a 1970 extraordinary item 
and, accordingly, retained earnings at the beginning of 1972 have been decreased by $11,512,000, 
including U.S. Federal income taxes of $1,400,000. 


(c) Restatement in 1972 of Retained Earnings 


(1) Prior Period Adjustment for U.S. Federal Income Taxes 
In April 1972, an agreement with the Internal Revenue Service was reached concerning adjustments 
to the consolidated U.S. Federal income tax returns of the Company and its domestic subsidiaries 
for the years 1965 through 1967 related primarily to the methods by which certain expenses had been 
allocated between domestic and foreign source income. As a result of this agreement, retained 
earnings at the beginning of 1972 have been decreased retroactively by $12,000,000. 

(2) Change in Accounting Principle for Income Taxes 
In 1972, the Company adopted the policy of providing tax effects based upon its share of earnings 
(assuming full payout of such earnings) in certain less than majority owned companies in accord- 
ance with Accounting Principles Board Opinion #24, “Accounting for Income Taxes—Investments in 
Common Stock Accounted for by the Equity Method." Previously, taxes were provided only when 
dividends were received from these companies. As a result, retained earnings at the beginning of 
1972 have been decreased retroactively by $3,200,000. 


The following is a summary of businesses acquired during 1973 which for accounting purposes have 
been treated as poolings of interests transactions. The results of operations of these businesses are 
included in the consolidated financial statements for the entire year and, accordingly, the 1972 state- 
ments have been restated for comparative purposes. Certain adjustments have been made to the 

net assets of these acquired businesses to conform to the accounting practices of the Company. The 
effect of these changes upon previously reported consolidated earnings is not material. 


Shares of 1973Results of Operations 


Common Stock Prior to Combination 

Area of Activity Issued Sales Net Income 
Natural Resources (oil, gas and coal 

exploration and production) ............0.seeeeeeeee 822,387 $ 9,027,000 $1,204,000 
Fashion & Leisure Products (automotive accessories 

manufacturer, importer of housewares) .............55 377,800 $12,662,000 $1,061,000 
Other Consumer Services 

(commercial real estate developers) ..............005 381,132 - = 

1,581,319 


Previously reported sales and operating revenues, income before extraordinary items and net income 
in 1972 have been increased by $28,285,000, $2,033,000 and $2,173,000, respectively, to give effect 
to the above business combinations. 


The following is a summary of businesses acquired in 1973 and 1972 which for accounting purposes 
have been treated as purchase transactions: 
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1973 Shares of Total 

Common Stock Acquisition 
Area of Activity Issued* Cash Paid Cost 
Blaiiral Rasoumens cvie se ceca nee a sib een wale - $ 8,655,000 $ 8,655,000 
Grocery Products & Food Services .:.........0seseeee - 2,370,000 2,370,000 
Fashion & Leisure Products .....5.....0-eceeeeeeeneee 15,964 1,190,000 1,469,000 


Industrial & Specialty Chemicals ...........0eeeeeeeee - 100,000 100,000 
15,964 $12,315,000 $12,594,000 


*3,899 additional shares are issuable in accordance with prescribed formulas. 


Shares of Total 
= Common Stock Acauisition 
Area of Activity Issued* __Cash Paid Cost 
Fashion & lelstra Products... si oc6 case ects cawca aca weces 7,760 $18,698,000 $18,880,000 
Grocery Products & Food Services 38,956 7,032,000 7,842,000 
Other Consumer Services ....2. 55.200 ccs0cacecseseeses 130,506 665,000 3,277,000 


177,222 $26,395,000 $29,999,000 
*276,970 additional shares are issuable in accordance with prescribed formulas. 


In addition, Chemed Corporation, a 90% owned subsidiary of the Company, acquired four busi- 
nesses in 1973 and three businesses in 1972 for $3,248,000 in cash and the issuance of 96,050 shares 
of its capital stock. 


The Consolidated Statement of Income includes the results of operations of the above businesses 
acquired in purchase transactions from the effective dates of acquisition. The following table sum- 
marizes the combined results of operations on a pro forma basis as though these businesses were 
consolidated with the Company and its subsidiary companies as of January 1, 1972. 


Year ended December 31, 1973 1972 
Sales and operating revenues ..........-02seeceeceeeeeeeeee $2,810,934,000  $2,394,329,000 
Income before extraordinary items .......-..2-esee cee eeeeeee $87,342,000 $63,203,000 
NMatinctmhe 65, 5c0 nb ec eokawaary aso nenesece Weeoasites $84,440,000 $66,435,000 
Per common and common equivalent share: 
Income before extraordinary items ...........00seeseeeeeee $2.95 $2.13 
DOE ICONS a2 ca cs ica ateee Rita Cae amin lane 'cce cin nitaieeae $2.85 $2.24 


Note 3—U.S.and__ The Internal Revenue Service has completed examinations of the consolidated U.S. Federal income 
Foreign Taxes on Income: tax returns of the Company and its domestic subsidiaries for 1969 and prior years, except that 1962 
through 1969 are subject to Maritime adjustment. 


Investment tax credits reduced the 1973 current tax provision by $5,120,000 (1972—$3,174,000). 
Additional foreign and United States taxes might become payable if undistributed earnings of foreign 
subsidiaries were to be paid as dividends, but such taxes, if any, have not been fully provided since 
a substantial portion of such earnings has been or will be reinvested for an indefinite period of time. 
The amount of unremitted earnings of foreign subsidiaries on December 31, 1973 is $109,000,000. 


Note 4—Capital Stock: The preferred stocks ($100 par) authorized, issued and outstanding are listed below: 


Shares 
Authorized Par Value of 
and Issued In Treasury Shares Outstanding 
(December 31, 1973) December 31, 
1973 1972 
Ore MCUMMICHIVG NL Gs crsie iarnisececrouas gts male's 40,000 14,298 $2,570,200 $ 2,687,400 
8% Cumulative Class A (2) ........00000+ 50,000 13,146 3,685,400 3,829,400 
8% Noncumulative Class B (2) ..........- 40,000 6,475 3,352,500 3,528,200 


$9,608,100 $10,045,000 


(1) Eighty votes per share. 
(2) Eight votes per share. 


In 1973, the Company purchased 1,172 shares of 6% Cumulative (1972—343 shares), 1,440 shares 
of 8% Cumulative Class A (1972—9,200 shares) and 1,757 shares of 8% Noncumulative Class B 
(1972—1,400 shares) preferred stocks. 

The Company's Certificate of Incorporation also authorizes 5,000,000 shares of a Class C 
preferred stock, without par value, none of which has been issued. 


The holders of common stock are entitled to receive dividends, when and as declared by the 
Board of Directors, after prior and current year dividends on the 6% Cumulative and 8% Cumulative 
Class A preferred stocks and current year dividends on the 8% Noncumulative Class B preferred 
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Note 5—Stock Options: 


Note 6—Extraordinary Items: 


Notes to Financial Statements 


stock have been paid or accrued. Upon liquidation, after the payment of the par value of the pre- 
ferred stocks and the dividends referred to above, the remaining net assets of the Company are to be 
distributed pro rata to the holders of common stock. 


Of the unissued common stock, approximately 9,261,000 shares may be issuable upon conversion 
of various convertible debt obligations, exercise of stock options and granting of stock awards, and 
as provided for in various acquisition agreements. These agreements provide for payments in stock 
in the years 1974 through 1979, the number of shares to be determined in accordance with pre- 
scribed formulas. Based upon these formulas, it is estimated that at December 31, 1973 the Company 
is committed to issue approximately 1,619,000 shares of its common stock. 

The average number of shares of common stock used to compute earnings per common and 
common equivalent share was 29,361,000 (1972—29,309,000 shares) including 329,000 common 
equivalent shares (1972—471,000 shares). The average number of shares of common stock used to 
compute earnings per common share assuming full dilution was 35,376,000 (1972—35,136,000 shares). 


The change in the Company's common stock options outstanding during 1973 and 1972 are 
summarized below: 
1973 1972 
Number Average Number Average 
of Shares Price of Shares Price 
Balance at beginning of year $27.34 650,791 $28.81 
CWO CRO cree rem ciies lea seamaassace nines 24.70 268,100 25.77 
918,891 

\ODHONS OXOTCIOE avin kes cess nikon newrdewaneae 22.88 (2,581) 22.92 
Options terminated or cancelled .. (74,841) 30.99 (52,540) 37.82 
Balancoiat endiGt yeah ie ccsciie csc ces sundexcenk 1,048,366 26.43 863,770 27.34 


In 1973, the Board of Directors and the shareholders of the Company approved the 1973 Stock 
Incentive Plan, which authorizes the grant of stock incentives covering a maximum of 900,000 shares 
of common stock to key employees. Stock incentives granted under this plan may be in the form of 
awards in payment of incentive compensation, options to purchase common stock, or a combination 
of the two. 

At December 31, 1973, options for 333,985 shares (1972—250,080 shares) were exercisable and 
755,778 shares (1972—43,087 shares) were available for granting of additional options and stock 
awards. In addition, 98,806 shares (1972—98,806 shares) were available to cover options which may 
be assumed or granted in lieu of existing options granted by companies which may be acquired. 


The Company has disposed of certain investments, chemical and consumer products operations 
resulting in net extraordinary items as follows: 


Net 
1973 Gross Tax Effect Gain (Loss) 
Sale and liquidation of certain European pens 
consumer products operations .........0.ceeeeeeeeee $ 2,045 $ (2,476) $ (431) 
Liquidation of rigid packaging operation . . (1,844) 729 (1,115) 
Corporate headquarters relocation ........ (2,054) 986 (1,068) 
Other nonrecurring transactions, net .......-..eee+eeeeees (4,741) 1,078 (3,663) 
(6,594) 317 (6,277) 
Intraperiod tax effect of extraordinary items 
CHIH ONION FAK CAA ISIMGNG v5 siscsea cia a's cre ase Giearsioe wasters —_ 3,375 3,375 
$ (6594) $ 3,692 $ (2,902) 


The Company adopted the provisions of Accounting Principles Board Opinion #30, "Reporting 
the Results of Operations", which changed the criteria for classifying the components of net income, 
as of October 1, 1973. This change did not have a significant effect on income before extraordinary 
items and had no effect on net income for the year 1973. 


1972* 


Sale of 500,000 shares of Chemed Corporation capital stock $ 12,108 $ (3,690) $ 8,418 
Sale of investment in Marine Midland Banks, Inc. ..........+ (10,541) 3,162 (7,379) 

Sales and abandonments of certain operations 
nid WWVOSIMENS, NOE 0:65 22:5 5cs cca ais os son edanaveteicne (6,540) 3,123 (3,417) 
(4,973) 2,595 (2,378) 

Intraperiod tax effect of extraordinary items 

and other tax adjustments** .........-..0ceceeeeeeees - 5,610 5,610 
$ (4,973) $ 8205 $ 3,232 


*Restated. 
**Principally attributable to the realization of foreign tax credits carried forward. 
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Note 7—Retained Earnings: 


Note 8—Foreign Currency 
Exchange Adjustments: 


Note 9—Lease Obligations: 


Note 10—Commitments and 
Contingent Liabilities: 


Notes to Financial Statements 


Retained earnings include $3,970,000 set aside by foreign subsidiaries, principally as required by 
statute, $9,709,000 of undistributed earnings of less than majority owned companies and approxi- 
mately $17,000,000 transferred to capital stock accounts on the books of subsidiary companies. 


Parent company unappropriated retained earnings at December 31, 1973 amounted to 
$396,882,000. Of these retained earnings, $81,000,000 were free of the restriction on payment of 
cash dividends imposed by the terms of the most restrictive of the Company's loan agreements. 


Foreign currency exchange adjustments amounting to a net gain of $6,239,000 originated during 

the year (1972—$2,349,000 net gain). In accordance with the Company's policy, a net unrealized 
exchange loss of $1,985,000 from the translation of indebtedness incurred to finance additions to 
properties and equipment and certain permanent investments was deferred at December 31, 1973. 
Unrealized gains of $2,269,000 on unmatured forward exchange contracts were not recognized in 
the consolidated financial statements at December 31, 1973, also in accordance with the Company's 
policy. No such deferred losses or unrecognized gains arose in 1972. Exchange adjustments taken 
into income in 1973 from the translation of other accounts and from completed transactions amounted 
to anet gain of $5,400,000 (1972—$2, 100,000), after deducting amortization of $555,000 (1972— 
$249,000) of net unrealized exchange losses deferred in a previous year. Cumulative deferred 
exchange adjustments at December 31, 1973 of $2,675,000 (1972—$1,245,000) are included in “Long 
term receivables and other assets”. 


Total rental expense, which does not differ significantly from minimum rentals, in 1973 amounted to 
$46,141,000 (1972—$35,176,000). At December 31, 1973, the Company and its consolidated 
subsidiaries were obligated under noncancellable leases for minimum annual rentals subsequent to 
1973 as follows (in thousands): 


Corporate Machinery 


Headquarters and Retail 

and Other Transportation and 

Office Space Equipment Other 

URI co eos ts wiarun rinse csc decane ees cu cnieeclejisee $ 7,686 $12,150 $14,363 
PES cate im tescis alan Sissel is le sting sistanes nie acs wisi ooee 7,494 10,382 13,034 
Phare ora gatas wre nace aioe iota ale ele csnte celle ete 7,191 8,157 11,587 
ed te : 6,929 6,948 10,868 
eee : 6,821 §,151 10,544 
1979-1983 .. 28,072 15,825 48,244 
1984-1988 .. 26,906 4,742 41,668 
1989-1993 .... . 29,456 62 28,846 
SMNICMNI MAE VINE 5s Gtecmrc acs esta sects Rroteaiececka Gea eae etaostins 50,682 - 12,908 


Certain leases contain escalation clauses corresponding to increases in real estate taxes, mainte- 
nance costs and, in certain cases, to increases in sales. Additionally, there are existing renewal 
options at fair values for a substantial portion of the leased properties. 


At December 31, 1973, the unfunded amount of prior service pension costs was estimated to be 
$19,028,000 but the assets of the pension funds exceeded the actuarially computed value of vested 
benefits. 


The amounts charged to income for pension plans as well as profit sharing and related plans were 
as follows: 
1973 1972* 
Panston ples: 2eis anes o2 aac tinea Gees a meen oa RENCE RS $10,628,000 $7,559,000 
Profit sharing and related plans 1,778,000 1,725,000 
$12,406,000 $9,284,000 


*Restated, 


During 1973, pension benefits under certain plans were improved, thereby attracting new par- 
ticipants. These changes had the effect of increasing 1973 pension expense by approximately 
$2,150,000. 

At December 31, 1972, the Company's wholly owned subsidiary company, W. R. Grace Overseas 
Development Corporation, was required to deliver shares of its preferred stock (exchangeable for 
shares of the Company's common stock) having a liquidation value of 103,140,000 Swiss francs as 
partial consideration for a prior year acquisition of a European food products company. In 1973, 

W. R. Grace Overseas Development Corporation was merged with and into the Company, which 
agreed to issue shares of its common stock prior to 1981 equal in market value to the U.S. dollar 
equivalent of 103,140,000 Swiss francs, which approximates 1,300,000 shares at December 31, 1973. 

There are various lawsuits, claims, commitments and contingent liabilities, including contingencies 
arising in connection with agreements for the sale of interests in businesses formerly owned by 
the Company, which are not expected to have any material adverse effect on the consolidated 
financial position or results of operations. 
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W. R. Grace & Co. and Subsidiary Companies Notes to Financial Statements 


December 31, 
Inventories 1973 1972* 
(In Thousands) 
Raw and packaging materials. 2... 0.002025 sesncensaswcacs acces $ 131,971 $ 101,181 
WE OCROE. (ota, de vane actos Ge mane hemen nese aoe aa mccrntne 34,636 28,512 
FA aRNeih GNIS 5-50 Lessa si eceieigtn.nbsaiearaiaincalen ten es a ientaiakema eee 328,224 281,969 


$474ga1 $411,662 


Properties and Equipment 


NemNel).. ccrzrs cassfesaparey sito lenceataate alain ararmrata tg ete aaa la Fama Ines ial mIare a eTUNRiaTe $ 76,469 $ 80,893 
Producing and undeveloped oil properties .. < 39,463 28,748 
Bubdnge? cc Sesecuciswemacscncetaueeces : 308,983 278,537 
Machinery, equipment, etc. A 778,326 721,976 
Prolocta under ConsiUCHOn: s «..'a:0.20:s:0'eo< aos Scere saves claws eneuiente 39,148 54,417 

1,242,389 1,164,571 
Accumulated depreciation and depletion ............:eeeeeeeenee (535,612) (507,472) 


§ 70577 © § 657,099 


Long Term Debt Interest Years of 
Rates Maturity 
W.R. Grace & Co. i983 ay 
PROMISSORY NOMS: ccf cis.s aaiearnatarete 5to 52% 1973-91 $ 178,780 $ 193,663 
Promissory notes ..... aoe 68 1983 12,500 13,500 
Revolving term loan (1) ..... cles prime 1976-80 70,000 15,000 
Subordinate debentures (2) ......... 6% 1982-96 100,000 100,000 
Subordinate debentures (3) ........- 4M, 1976-90 61,678 61,681 
Sundry indebtedness ............... 4toé 1973-98 34,040 18,812 
Debentures (4) ..........0cee seers 5% 1973-80 13,966 16,000 
Debentures (3) (4) eM § 1976-86 14,996 14,996 
Promissory note (4) ............-.05 7.21 1976-78 - 12,422 
Other (4) caccaxstcnnaniawass cones - 2,250 
485,960 448,324 
Subsidiary companies 
Federation Chemicals Limited (5) ..... 5,4 to 53/4, 1973-77 7A59 9A76 
Jacques Borel International ......... various various 30,702 17,947 
CM eco cca etocissdies orn deGee various various 47,914 42,900 
§72,035 518,647 
Amount due within one year (6) ....... (31,166) (27,875) 


$ 540,869  $ 490,772 


(1) In December 1972, the Company entered into an eight year term loan agreement under which 
it may borrow on a revolving basis up to $100,000,000 until December 1975. These borrowings 
bear interest at the prime rate for the first three years, after which the interest rate is increased to a 
maximum of 2% over the prime rate. Outstanding borrowings in December 1975 are repayable in 
five equal annual installments in the years 1976 through 1980. 


(2) Convertible into one share of W.R. Grace & Co. common stock for each $29.625 principal amount. 
(3) Convertible into one share of W. R. Grace & Co. common stock for each $60.69 principal amount. 


(4) Formerly debt of the Company's predecessor wholly owned subsidiary company, W. R. Grace 
Overseas Development Corporation, which was merged with and into the Company in 
November 1973. 


(5) The Company has agreed to purchase, at a set price, all of the ammonia produced by Federation 
Chemicals in excess of its requirements and, under certain conditions, to advance cash to 
Federation Chemicals to meet payments required under its note agreements. 


(6) Included in current liabilities under loans payable. 


*Restated, 


Ten-Year Financial Summary* 
{All dollar amounts in thousands 
except amounts per share) 


Cash and marketable securities 
Notes and accounts receivable—net 

Inventories 

Current liabilities 

Working capital 

Properties and equipment—gross 

Properties and equipment—net 

Long term debt—convertible 

Long term debt—non-convertible 


equivalent share: | 
Income before extraordinary items 
Extraordinary items 
Net income 


Earnings per common share 
assuming full dilution: 


Income before extraordinary items 
Net income 
Cash dividends per common share—Company 
Shareholders’ equity per common share 


Other Statistics 

Working capital provided by operations 
Cash dividends on common stock 
Capital expenditures 

Current ratio 

Debt ratio—non-convertible debt 

Debt ratio—total debt t 
Number of common shareholders 
Number of employees 


| 


“Restated for prior period adjustments and changes In 
accounting principles. The data for the years 1972 
through 1969 have been restated to Include all bus!- 
nesses acquired in poolings of interests transactions 
and 1968 and 1967 have been restated to include all 
poolings of Interests in the years 1968 through 1971 
and 1966 has been restated to include all poolings of 
interests In the years 1967 through 1970. Amounts 
previously reported in 1972 were as follows (dollars in 
thousands except amounts per share); 


$2,807,830 $2,343,429 — $2,072,731 $2,035,144 $2,121,792 $2,067,677 — $1,905,803 $1,586,880 $1,097,377 §$ 876,201 


230,299 173,553 150,695 147,958 152,253 187,618 176,789 162,866 117,625 104,826 
67,807 63,126 59,541 60,109 68,185 70,927 67,299 56,029 43,901 37,542 
74,954 48,015 42,853 36,219 36,635 47,163 46,595 36,522 24,657 24,066 
87,538 62,412 48,301 51,630 47,433 69,528 62,895 70,315 49,067 43,218 
(2,902) 3,232 (6,195) (30,851) 14,356 (25,980) 3,996 2,597 10,357 3,160 
84,636 65,644 42,106 20,779 61,789 43,548 66,891 72,12 59,424 46,378 


$ 142,010 $ 140,725 $ 104697 $ 85,217 $ 108859  $ 135,582 $ 130,293 $ 122,011 $ 108,160 $ 62,590 


424,103 376,744 336,332 333,500 348,975 331,203 312,530 309,443 196,970 174,381 
494,831 411,662 379,473 362,585 399,797 381,790 344,947 308,228 206,885 158,386 
594,277 505,498 412,989 461,750 456,735 502,726 412,879 412,300 269,854 214,514 
490,923 444 426 426,647 340,667 420,270 365,292 388,364 337,704 250,174 188,841 
1,242,389 1,164,571 1,062,437 1,028,301 1,131,427 1,304,974 1,235,343 1,126,854 892,537 710,403 
706,777 657,099 604,606 600,543 672,757 770,303 740,731 687,028 553,905 428,066 
176,674 176,677 179,681 84,681 91,369 98,467 98,467 98,469 85,988 6,673 
364,195 314,095 305,433 327,040 349,701 396,461 425,940 360,903 302,923 255,305 
540,869 490,772 485,114 411,721 441,070 494,928 524,407 459,372 388,911 261,978 
25,095 25,493 19,666 15,844 27,752 68,416 63,718 57,904 20,625 19,210 
761,625 717,322 684,978 671,767 687,058 647,327 631,574 589,166 474,243 401,525 
$ 2.96 $ 2.10 $ 1.68 $ 1.78 $ 1.63 $ 2.59 $ 2.34 $ 282 $ 2.83 $ 2.75 
(.10) al (22) (1.11) 52 (1.00) 1S WW 41 21 
2.86 2.21 1.46 467 2.15 1.59 249 2.93 3.44 2.96 
2.65 1.94 1.64 1.73 1.59 2.45 2.24 2.65 2.68 2.67 
2.57 2.03 1.44 74 2.06 1.55 2.38 275 3.24 2.87 
1.50 1.50 1.50 1.50 1,50 1.45 1.38 1.28 1.18 1.08 
26.14 24.78 24.25 23.93 24.50 24.60 25.38 25.73 27.68 25.94 


$ 175,571 $ 136,222 $ 120,199 $ 122757 $ 124852 $ 153435 $ 139435 $ 135,355 $ 97,534 $ 86,940 


42,170 38,372 35,447 32,821 31,597 29,448 29,059 25,517 19,646 16,647 
156,155 132,736 97,665 116,015 141,806 136,243 129,863 157,527 154,784 100,503 
1.8:1 1.9:1 2.0:1 17:1 1.9:1 17:1 1.9:1 18:1 1.9:1 1.9:1 

28% 26% 26% 30% 31% 34%, 36% 34% 35% 38% 

41% 40% 4l% 37% 39% 43% 45% BY 44%, 39% 
51,950 49,329 47,565 49,625 49,835 48,636 48,247 46,617 45,053 41,790 
74,500 72,100 66,200 65,700 72,100 80,200 78,200 75,000 57,600 53,900 
1972 1971 1970 1969 

Sales and operating revenues $2,315,144 $2,048,873 $2,014,774 $2,100,820 
Income before extraordinary items ss—<“‘it‘s*‘s*s*é*s‘s*”*”*”*«STGS”~*«*«‘T«SBSS*«*SCYSATSS*«*«ik&“ SOD 
Per share 2.15 1.75 1.88 1.63 
Neco =o, - mI, ~~ A eae. 99,005 
Per share 2.26 1.52 1.14 2.17 
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Areas of Activity 


Major Products 


Chemically Based 
Products & Services 


Consumer 
Products & Services 


Industrial & Specialty 


Chemicals & Processes 


Acoustical Materials 

Adsorbents 

Automotive Products 

Catalysts 

Chelating Agents 

Cleaning Compounds 

Construction Products and Chemicals 
Latex and Synthetic Polymers 
Organics 


Paper Impregnants 
Plasticizers and Fillers 
Pollution Control Processes 
Polyester Resins 

Printing Materials and Systems 
Sealants 

Synthetic Lubricants 

Water and Waste Treatment 


Agricultural Products 
& Services 


Animal Breeding 

Feed and Feed Supplements 
Fertilizers 

Pesticides 


Converted Plastics 
& Packaging Products 


Flexible Packaging 
Office Accessories 
Packaging Equipment 
Rigid Packaging 
Vinyls 


Medical Products 
& Services 


Grocery Products & 
Food Services 


Anesthetics and Accessories 
Dental Products 

Diagnostic Services 
Disposable Products 
Environmental Sanitation 
Inhalation Therapy 


Chocolate Intermediates 
Confections 

Dairy and Ice Cream 
Frozen Foods 

Jams & Compotes 

Pasta 


Snack and Canned Foods 
Soft Drinks 

Coffee Shops 

Institutional Food Service 
Motor Hotels 

Restaurants 


Fashion & Leisure 
Products 


Apparel and Accessories 
Footwear 
Specialty Textiles 


Automotive Specialties 
Direct Mail Gift Items 
Recreational Vehicles 
Sporting Goods 

Toys 


Other Consumer 
Services 


Audiovisual Software 

Book Distribution 

Cataloging and Other Systems 
Real Estate Development 
School Supplies and Equipment 
Travel Services 


Natural Resources 
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Bagasse-based Pulp and Paper 
Coal 

Contract Drilling Services 
Crude Oil 

Metals and Minerals 

Natural Gas 

Pipeline and Terminal Services 


Auditors 


Transfer Agents 


Registrars 


Trustees 


Stock Exchange Listings 


World Headquarters 


Annual Meeting 


W.R. Grace & Co. 


Price Waterhouse & Co. 
60 Broad Street 
New York, New York 10004 


Marine Midland Bank—New York 
485 Lexington Avenue 
New York, New York 10017 


Continental Illinois 
National Bank and 

Trust Company of Chicago 
231 South LaSalle Street 
Chicago, Illinois 60690 


Chemical Bank 
20 Pine Street 
New York, New York 10015 


The First National Bank 
of Chicago 

38 South Dearborn Street 
Chicago, Illinois 60690 


41%, % Convertible Subordinate 
Debentures Due 1990: 
Chemical Bank 

20 Pine Street 

New York, New York 10015 


6% % Convertible Subordinate 
Debentures Due 1996: 

Chase Manhattan Bank N.A. 
One Chase Manhattan Plaza 
New York, New York 10015 


New York Frankfurt 
Midwest Geneva 
Amsterdam Hamburg 
Basel. Lausanne 
Belfast London 
Dublin Paris 
Edinburgh Zurich 


Grace Plaza 
1114 Avenue of the Americas 
New York, New York 10036 


The annual meeting of shareholders 
of W.R. Grace & Co. 
will be held at 11 a.m. 

Eastern Daylight Saving Time 

‘on Friday, May 10, 1974, 

at The New York Hilton Hotel, 
Avenue of the Americas, 

53rd to 54th Streets, 

New York, New York 10019. 
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World Headquarters: Grace Plaza, New York 


